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Household finance has become a new independent research area with traditional 
finance research, such as asset pricing, corporate finance (Campell, 2006). 
Accompanied by increased family income and enhanced investment sense, household 
asset allocation behavior has become an important variable to influence economy 
operation.In this sense, a study of household asset allocation can provide a new 
theoretical explanation for the causes of economic fluctuations and supply useful 
inspiration to improve the macro-financial control. As a transition economy, China's 
financial system is still characterized with financial constraint policy.In a certain 
historical stage it contributes to financial stability, but also influences financial market 
profit-rate structure, thereby affecting the asset allocation structure of the family. 
Based on this fact, this paper studies the behavior of Chinese household asset 
allocation from the view of financial constraint.  
This paper analyzes the distinguishing feature of household asset allocation of 
China and foreign countries through the horizontal static comparison and longitudinal 
dynamic comparison, and on the basis, summarizes the four major characteristics of 
the Chinese household asset allocation: a higher deposit proportion (higher M2/GDP 
ratio),a higher real estate proportion, lower risk assets proportion, quickly increased 
personal financial products(non-typical disintermediation).The analysis of this paper 
is advanced around the four characteristics.  
The paper analyzes the macro negative effect caused by the Chinese household 
asset allocation: the bank bearing too much financial risk, the family consumption 
being crowded out by the excessive demand of maintaining the asset value, the capital 
market losing the function of buffering the hot money impact. The paper analyzes the 
reasons for the formation of the four major characteristics of the Chinese household 
asset allocation: The low family income are unable to cope with future spending leads 















asset allocation restricts the allocation’s diversification; Chinese traditional culture 
affects the structure of household asset allocation. On the basis, this paper builds the 
model of household’s savings and investment through the CARA utility function, and 
analyzes the above reasons mathematically. Then, this paper expands the family 
consumption and investment model using CRRA utility function with the further 
introduction of financial constraint policy, analyzes the influence of financial 
constraint policy to the proportion of family holding risk assets. Finally, this paper 
studies how excess stock returns and real estate excess return ratio can influence the 
asset substitution and asset allocation of savings deposits through the TVP-VAR 
method.The yield structure imbalance can affect the family asset allocation structure 
through asset substitution.The development of the stock market and the control of real 
estate are important ways to lead the household allocation structure.  
This paper mades some tentative discussion in the following areas: (1)Exploring 
the macro-economy effect of household asset allocation through introducing the 
microscopic household portfolio choice to the macro financial regulation 
effectiveness research;(2) Comparison of the differences of household asset allocation 
at home and abroad, and coming to conclusion that the main reasons of this 
differences are the financial constraint policy; (3)Analyzing the impact of the 
financial constraint policy to household asset allocation using combined method of 
theory and empirical analysis with China actual state. 
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